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b e n e f i t s  for topasnagerrouts ide of compensationsuch as ef f ic iencyincen­
t i v e s  and the cap i t a ldeb tr educ t iona l lowanceAddi t iona l ly ,top  managers 
who are a l s o  owners enjoy a l l  o t h e rb e n e f i t s  of ownershipsuch as tax advan­
t a g e s ,  a b i l i t y  t o  use accumulatedequity as c o l l a t e r a l  for otherbusinesses ,  
and i n t e r e s t  income from the depos i t  of revenues. Therefore, the compen­
ra t ionpaid  t o  top  managers is s t r i c t l y  limited tocompensation for 
necessarytopmanagematservices which are actuallyperformed by the top 
manager f o r  a f a c i l i t y .  

In compliancewith the l e g i s l a t i v e  mandate t o  c o n t a i n  c o a t s  m i n n e s o t a  
S t a t u t e s ,s e c t i o n  2561.501, subdivision31, it is  n e c e s s a r yt o  limit t h e  
totalcompensation reimburesed t o  t o p  management 

Reasonableness : 

-Item A. The depar tmentbe l ievertha tf ivehours  per week i n  a f a c i l i t y  
with six beds is t h e  m i n i u m  reasonble amount of top management time 
necessarytoadminis tersuch 8 f a c i l i t y .  Given thes tandardoff i rehours  
per  six bed# per week, a f a c i l i t y  or provider group with 48 beds would 
r e q u i r e  60 hours(ful l - t i - )top management service#. 

I t e r  1. Tho maximum amount t h a tc a nb ee a r n e df o rp r o v i d i n gf u l l - t i n-
t o p  management s e r v i c e s  f o r  m e  f a c i l i t y  w i t h  48 or more bed, is $40,656.
This f i g u r e  r e p t e r r a t o  t h e  limit es t ab l i shed  under tho temporary rule, 12 
KAB 112.05301 t o  2.05315, as adjustedbythe consumer Price Index (CPI) 
s i n c e  1984. No addi t ionalcompenstaion is allowed for each licensedbed 
over 48 i n  s i n g l e  f a c i l i t y  s i n c e  t h e r e  is an economy of sisa at  work in 
l a r g o  f a c i l i t i e s  so tha teachaddi t iona lres identdoor  not r e q u i r e  a d d i  
t i ona ltop  management time. 

A f a c i l i t y  or group o f  f a c i l i t i e s  w i t h  a total bed complement of 48 o r  
fewer beds, may e a r n  a maximum mount annually for the anragemeat services of 
$847 timer t h e  number ofl icensedbeds  this computationassumesthatfew 
economies of scale c a n  o c c u r  u n t i l  t h e  t o t a l  bedcomplementexceeds 48 b e d s  

When a provider or providergrouphas more than one f a c i l i t y  w i t h  8 
t o t a l  complement of more than 48 beds thotask of admin i s t r a t ion  may become . 
so large as t o  require h i r ing  add i t ion81  peop le  to  pe r fo rm spec i f i c  t op  
management f u n c t i o n sI nt h i s  case, the maximum top management compensation 
allowed i s  $40,656 plus an a d d i t i o n a l  $348 per l icensed bed foreach bed 
over 48 beds.Therefore,theproposedrulerecognizedtheneedfor more top  . 
management s e w i c e s  when more t h a t  48beds are o p e r a t e d  i n  d i f f e r e n t  loca-

L' c t i o n sb u tt h e  amount per bed is reduced i nr e c o t n i t i o n  of t h e  f a c tt h a t  
$ 5 economiesof scale are p o s s i b l e  These limits are the sa- as those used in  
2 2 E temporaryrule  53 (12 =AB 11 2.05301 t o  2.05315) 88 indexedbythe CPI.
0 " n z  

Item C. The maximum amount of tot81compensat ionthat  can berei­' I j
: ?  bursedthroughthese rule p a r t , 't o  an i nd iv idua l  who p e r f o r mt o p  managemeat

s e r v i c e s  i s  $53,820.Thisfigure was chosen because it r e p r e s e n t s  a mid­
range salary i n  t h e  s a l a r y  scale of the  assistant commiss ioner  of t h e  
Department of Human Services .  The assistantcommissionerresponsible for 

7 - t h e  admin ia t r a t ion  of a l l  state  operated ICFs/NR, nursing homes,and 
d 
*J programs f o r  t h e  mentally ill andchemicallydependentin state i n s t i t u t i o n s  

iaz
. L  a, is compensatedunder t h i s  schedule. I t  is rea ronab letha t  an i nd iv idua lg *
d = J 2  involvedintop management of less n u d e r  ofbedsshouldnot be paid a
T vi LA g r e a t e r  amountby t h e  s ta te  than what is paidtotheperronwithrespon­

s i b i l i t y  f o r  a larger system and who also ha@ a d d i t i o n a l  r e s p o n s i b i l i t i e s  
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. 	forovera l ls ta tepol icyregard ingtheserv icesprovidedtomenta l ly  
re tarded,mental ly  i l l ,  and chemical lydependentci t izens.  

I t e m  0 providestha t  a personcannotcircumventthetop management 
limit b y  charging part of t h i s  compensation as consul t ingfees .  

Item E e s t a b l i s h e s  that benef i t sa renotinc ludedin  t h e  limit so t ha t-
t he  limit is  no tunnecessa r i lyre s t r i c t ive .  

-Item F e s t a b l i s h e s  t h a t  those top management f r i n g e  b e n e f i t s  which are 
notprovidedto a11 o r  s u b s t a n t i a l l y  a11 employees a t  t h e  same benefit 
l e v e l ,  vi11 be disal lowedThisprovis ionavoidscircumvention of t h e  limit 
by p r o v i d i n g  a d d i t i o n a l  f r i n g e  b e n e f i t s  t o  t o p  management t o  augment t h e i r  
Salary 

I t e r  C providesthattopmangersworkinglesathanful l - t imecan be-
compensated f o ro t h e rn e c e s s a r ys e r v i c e s  In small f a c i l i t i e s  program
d i r e c t o r ,  d i e t a r y ,  and t op  management function# say beprovidedbythe same 
person.This item recognizesthe legitimacy o fs u c hs i t u a t i o n s  

Item R provides  tha t  the  top  management limits vi11 beadjusted 
ind ica t ed  by the  a11 urbanconsumerprice index (CPI-U). The CPI-U is a 
commonly accepted index of changed coats which ha8 been tradit ionally used 
in department reimbursement rules . 
part 9553.0033 Subpart 15. genera l  Coot principles 

Statementof Need: 

Subpart 15 l ists  c r i te r ia  t o  e v a l u a t e  c o s t  r e p o r t s  and d e t e r r i m  
al lowablecost .  The genera lcos tpr inc ip lessupplementthespec i f ic  
requirementsfound i n  theproposedrule andapply t o  a11 costs. The cr i ­
t e r i a  are baseduponminnesotaStatutes,sectrion 2968.501, subdivis ion 2 
r e q u i r i n g  t h a t  paymentbe r e l a t e d  t o  r e s i d e n t  care and beperformedby 
e f f i c i e n t l y  andeconomica l lyopera tedfac i l i t i es .  The cr i ter ia  are supported
by thenatureof  the  s ta te 's  r e l a t i o a r h i p  t o  thefede ra l  government as a. 
r e c i p i e n t  and. adminis t ra tor  of  federa l  funds  and t h e  d e p a r t m e n t s  r e s p o n  
s i b i l i t yt oe f f e c t i v e l yu s ep u b l i cf u n d s .  Under 42 CPR 441.253; t h e  s t a t e  
i s  r equ i r edto  make a s su rancestothefede ra l  government t h a t  payment c r i ­
t e r i a  are cons i s t en twi the f f i c i ency ,  economy,and q u a l i t y  of care .  Such 
c r i t e r i a  are s t a t e di nt h er u l ei no r d e rt h a tt h o s es u b j e c t  t o  t heru lea re  
reasonablyabletodetermine what conduct is  appropriate .  ..-

P i ' 1  Reasonableness: 
- 0  Qa ai 

C < L i  
a c a )  Item A.YLI - I t  is  r easonab leto  s ta te  the  requi rementtha tcos ts  be 
m IT

ti . ordinarysincetheabsenceofsuch c r i te r ia  ' couldresu l tinthea l lowance  of 
I c o s t st h a t  are unreasonable.If  we d on o tr e q u i r et h a tc o s t s  are necessary,
l n l c  then t h e  state may pay f o r  what is unnecessary.If  we d o  not r equ i r e  t h a t  

c o s t s  are r e l a t e d  t o  r e s i d e n t  care, then we s a c r i f i c e  t h e  i n t e g r i t y  of t h e7 t,i program which is  e x p r e s s l ye s t a b l i s h e df o rt h a tp u r p o s e  42 CFR, sec t ion1 405.451 e s t a b l i s h e s  t h e  same s t anda rds  as i t e r  A when it usesthe  terms, 

d 
proper-r' I I  necessary and costs." 

aJ 

d l x  
L Item E.w o )  - I f  we donotholdtheproviderstothestandardof  "a 
a +6 prudent and c o s t  consciousbusinessperson"operating in t h e  openmarket,' 5; then we run t h e  r i sk  of wasting funds.public 
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I t e m  C. I f  we do no trequ i r etha t  goods p a i d  f o r  be "ac tua l ly  
provided,"then the s t a t e  may pay f o rs o w t h i n g  which is notprovided. 

Item 0. I f  we donotadhereto t h e  s tandardtha tsubs tancepreva i l s  
over form, we MY a l lowtheposs ib l ed i s to r t ion  of f a c t s  and f i g u r e st o  
overwhelm the le t ter  of t he  law. In addressingthe need f o r  and reasonable­
ness of a similar provisioninRule SO, Judge Lundecommented on t h i s  p r o v i  
s i o n  t h a t  a similar r u l e  vas appl iedin  Rotonis Manor Nutsin8 Home V .  

Department of Welfare, 311 mINN 375, 249 N.W. 20 648 (1976). The i s sues  i n  
t h a t  c a s ee s t a b l i s h  a continuing need f o rt h i s  item. (Lunde Report, 1985: 
p 3 5 . )  

And, f i n a l l y ,  if VI were t o  compensate i n e f f i c i e n t  m would v i o l a t e  
f e d e r a l  and state Sta tu tes(MinnesotaSta tu tes ,sec t ion  256B.501, 
subdivis ion 2) and do  a disservice t o  t h e  p u b l i c .  

Sincetheabsence of such c r i te r ia  would beunreasonablethe i rpre­
sence is reasonable and necessary t o  e f f e c t i v e l y  a d m i n i s t e r  t h e  Medical 
Assistanceprogram 

Statementof Meed: 

MinnesotaSta tu tes ,sec t ion  256b.501, subdivis ion 2, r e q u i t e rt h a t  
r u l e s  e s t a b l i s h e d  f o r  t h e  d e t e r m i n a t i o n  o f  rates s h a l l  s p e c i f y  c o a t s  that 
are allowable.  The l i s t i n g  of a l lowablecoa ts  i t e r  by i t e r  w o u l d  be 
arduous, time consuming, and in a11 p r o b a b i l i t y ,  n o t  a l l - i n c l u s i v e  
Fur ther , .  p roviders  of  fac i l i t i es  would be h i n d e r e d  i n  t h e i r  a b i l i t y  t o  judge 
thenonal lowabil i ty  of costs .Prudentbusinessdecesion making r e q u i t e s  
ease and pr ior  knowledgeof d i f f e r e n t i a t i o n s  between expenses t h a t  will be 
paid i n  t h e  market p l ace  and c o s t s  t h a t  vi11 r e s u l t  i n  a loss ofrevenue. 

Reasonableness: 

The Legis la ture ' srequi rementtha t  rules s h a l l  s p e c i f y  a l l o w a b l e  c o s t s  
i nd ica t e s  t h e  Leg i s l a tu re  d i d  notin tendtoauthor izethea l lowabi l i ty  of 
a l l  c o s t s .  Thus, i t  is  necessary andBoreunderstandabletoproviders and 
payors i f  nonal lowablecosts  are designated.  

f ; l <  The f a c t  t h a t  p a r t i c u l a r  items havebeen deemed nonallowabledoesnot 
p r o h i b i t  their  u s e  o r  a p p l i c a t i o n  anddoesnotconnotate a valuejudgment.

E a I t  only serves t o  providenot icetoprovidersthatsuch an item is not 
I-

CL +- LLJ payableundertheMinnesotaMedicalAssistanceProgram.Facilities are f r e e  
$ t ou s e  or acquirenonallowable items butthedepartment will not pay public

fundstowards their  purchase.

" CI I ' 
I n  gene ra l ,  the  r e p o r t i n s  of nonal lowablecosts  on t h ec o s tr e p o r t  form 

is r equ i r edino rde rtoenab lethedepa r tmen ttoiden t i fyd i sa l lowedcos t sg i  and a s s o c i a t e dc o s t se f f i c i e n t l y .  S o w  disa l lowedcos ts  are disallowed 
c becausethey are n o td i r e c t l yr e l a t e dt or e s i d e n t  c i t e .  Therefore,  i t  i s  not 
I

4 6 a p p r o p r i a t ef o re i t h e rp r i v a t er e s i d e n t s  
is t h ec o a t  of g i f t s  t o  employeesL',> 0, them. An example ofsuchdisallowedcosts 

or fo rmed ica idres iden t sto  pay 

LL4 "FL E? andmemberships i n  a t h l e t i c  c l u b s  f o r  owners, employees, and d i r e c t o r s .  
cj m 

-J 5 ;'. 	 Other disallowed c o s t s  arenotallowedbecausethey are b i l l e d  d i r e c t l yt o  

t h e  payor on a sepa ra t e  fee schedule. 



I 

Item A disal lows c o n t r i b u t i o n s ,  i n c l u d i n g  cha r i t ab le  and p o l i t i c a l  
Contr ibut ions,  i n  order tomaintainthestandardthatcosts  be re la tedto  
res ident  care. Also,Minnesota s t a tu t e s ,Sec t ion  2568.17, containsthe same 
disallowancelanguage for reimbursement t o  nursing homer undertheMedical 
Assis tance program 

Item B d i sa l lowslobby i s tsa l a r i e s  and expenses. I t  is  reasonableto 
do thisbecausesuchcostsarenotrelatedtoresidentcare .  Also, 
Minnesota-Statutes ,Sect ion 2568.47, Containsthe sa- disallowancelanguage 
forreimbursementtonursing homes undermedicalassistance.  

Item C disa l lowsassoc ia t iondues  for p o l i t i c a lc o n t r i b u t i o n s ,-
lobbying and unsuccess fu l  l i t i ga t ion  over cha l l enges  to  dec i s ions  by s t a t e  
agencies.  This i s  reasonablebecausesuchcostsarenotrelatedtoresident 
care  and becausesuchcosts are d i sa l lowed  a t  the  f a c i l i t y  s p e c i f i c  l e v e l .  
Allowingthesecosts  a t  an assoc ia t ion  l eve l  would r e s u l t  i n  a circumvention 
of the rules by i n j e c t i n #  a t h i rdpa r tyin to  the  t r a n s a c t i o n  Thio provi­
s ion  is based upon the  p r i n c i p l e  t h a t  8 fac i l i ty  cannot  do  ind i rec t ly  *a t  
i t  may not do  d i r ec t ly .  When a b r e a k d m  ofdue0 i o  requested a d  not pro­
vided ,theent i recos t  i s  disallowed so t h a t  an incent ive  i o  c r e a t e d  t o  
c o r r e c t l yr e p o r t  and tos impl i fyadmin i s t r a t ion  of the program minnesota 
S ta tu tes ,Sec t ion  2561.67, contain,tho same disallowancelanguage for r e i ­
bursement to  nurs ing  homes under t h e  Medical &ofstance programs 

Item 0 disallows adver t i s in#  for potent i81  res identsq  but specifically 
allows for  a t o t a l  expend i tu re  of $2000 for a l l  notices i n  thetelephone
yellowpages,forthepurpose of s t a t i n g  general i n f o r u t i o n  a b o u t  t h e  f a c i l ­
i t y  and a v a i l a b l es e r v i c e s  This is  rearonablebecausethedisallowed 
types of a d v e r t i s i n g  are notre la tedtores ident  care .ad i n f o r u t i o n  con­
cerning a f a c i l i t y  may be  g iven  to  prospec t ive  res idents  when contacted via  
the yellow pages. Also, MinnesotaStatutes ,Sect ion 2561.41, contain8the 
same disallowancelanguageforreimbursementtonursing homes undermedical 
a s s i s t ance .  

Item E disa l lowsassessmentslev iedforuncorrec tedvio la t ions .  It 
would be contrarytopubl icpol icytopayfor  t h e  v i o l a t i o n  of the law and 
thisi tem is  reasonablyintended to disallowsuchpayments To dootherwise 

' 	 woulddiminishincent ivestostay i n  compliance with f a c i l i t y  and program
standards.MinnesotaStatutes ,Sect ion 256B.47, containsthe same 
disallowancelanguageforreimbursementto nursing homes undermedical 
a s s i s t ance .  

Item P h o l d s  t h a t  g i f t s  p r o v i d e d  t o  employees/owners, employee p a r t i e s ,-
and b u s i n e s sm a l 8  are notallowable. I t  is reasonabletodisallowsuch 
itemsbecausethey are notre la tedtores identcare .  The r u l e ,  however, 
doesallowforstaffdevelopmentcosta,cashbonuses and thecost  of meals 
incurred as a r e s u l t  of requiredovernightbusinesstravel .  

Item C is  reasonableinordertomain ta intheleg is la t ive lyprescr ibed  
s tandardtha tcos ts  be incurred i n  e f f i c i e n t l y  and economicallyoperated
fac i l i t i e s(Minneso taS ta tu t e s ,Sec t ion  2561.501). Also,thesecostsare 
notre la tedtores identcare .  A bus iness  which is assessed a penalty or 
chargeresu l t ingf rominef f ic ien t  or uneconomical management or v i o l a t i o n s  
of standardsshouldnot be sparedtheburden of such error or negligence. 
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I t e m  H which disallowsthepurchase of pets and maintenancecost of 
p e t s  i n  excess of $20 per l icensed bed per year is  a reasonable way of pre­
serving t h e  i n t e g r i t y  of a pub l i cas s i s t ance  programdesigned for  human 
hea l thcare .MinnesotaSta tu tes ,sec t ion  144.573,  a l l o w sf a c i l i t i e s  t o  keep 
p e t s  on t h e  premises subjecttoreasonablerules .Thus,  t h e  Departmentdoes 
notprohib i t  pets but-relyholds  tha t  the purchase and maintenancecosts 
i n  excessq of t he  lipit shouldnot be  subsidized by t h e  MedicalAssistance 
Program. Twenty d o l l a r s  per year per l icensed bed was set  so t h a t  even a 
s i x  bed f a c i l i t y  would have$120 f o r  p e t  Care. However 8 $200 lipit is s e t  
i nt h ei n t e r e s t  of costcontainment. I t  should also be noted t h a t  pets may 
be provides a t  very low c o s t  t o  the  f a c i l i t y  by  organizationssuch as t h e  
Humane Society and that  the f a c i l i t y  m y  usedonat ioarforthesepurposes .  
Addit ional ly ,pets  owned by ind iv idua l  rerideats are thef inancialrespon­
s i b i l i t y  of these r e s i d e n t s .  

-Item I which lists c o a t s  of sponsoring nonresident  act ivi t ies  such a8 
a t h l e t i c  team or beauty  contes t s  is necessary .ad reasonable t o  prevent t h e  
expendi ture  of p u b l i c  d o l l a r s  on a c t i v i t i e s  un re l a t ed  t o  r e r i d e a t  care. 

Item J disal lowspremium on l i f e  i n su rance  po l i c i e r  fo r  owner s  boa rd  
members,and related organizat ion employees un les s  ce r t a in  cond i t ions  are 
present .  I t  is reasonable to  p lacetherecondi t ionsbecause  of thepoten­
t i a l  abusewhich would r e s u l t  i f  m e r $  orboard -*err were allowed s p e  
c ia1  t rea tment  and t h e  a b i l i t y  t o  acqu i re  compensation in axeere of t h a t  t o  
which one is  e n t i t l e d  f o r  services rendered. The standard of reasonableness 
is based upon a comparison t o  t h e  p o l i c i e r  a v a i l a b l e  t o  a l l  o t h e r  employees 
Thus, i t  is necessary and reasonable t o  recognize an e x c e p t i o n  t o  t h e  
disallowance when the  insurance  coverage  has  no  poten t ia l  for  pror id in8  
excessivecompensat iontospecif icindividuals  as i n  a grouppol icy and t h e  
insured person is an employee of theprovider  or related o r g a n i z a t i o n  A 
secondexception i s  necessary t o  allow t he  premium c o s t  when a p a r t y  e x t e r n a l  
t o  t h e  f a c i l i t y  r e q u i t e r  s u c h  i n s u r a n c e  as a condi t ion of t h e  mortgage or 
l oan  fo r  t he  f ac i l i t y  o r  p rov ide r  g roup .  

Item K disallowspersonalexpensesofomerrand employees I t  would 
not be rearonabletoal lowpersonalexpenses  of ownerrand employees t o  be 
charged t op u b l i cf u n d s  Owners and employees are compensatedforservices 
providedto t h e  f a c i l i t y  and therefore,suchexpensesshould be paid out of 
an i nd iv idua l ' s  ea rn ings  . 

Item L disallowsemployee andownermembership feesinOrganizat ions 
tha t  are no tre l a t ed  t o  theind iv idua l ' sp ro fe r r ionorjobfunc t ion .  I t  
would notberearonableto  allow expensesthat  are no t  r e l a t ed  to  r e s iden t  
c a r e  t o  be charged t o  med ica la s s i s t anceMinneso taS ta tu t e s ,Sec t ion  
2568.61 ,  con ta insthe  same disallowancelanguageforreimbursementto 
nursing homes undermedicalassistance.  

I t e m s  W and W d i sa l low the  payment of t ra iningexpenses  when it i s  not 
r e l a t e dt ot h ec a r e  of t h e  r e s i d e n t s  It is r easonab letod i sa l low payment
of such c o s t st op r e v e n t  t h e  f a c i l i t y  fromusingpublicfundsforpurposes 
o the rthanres iden t  care. Train in8whichhad ,to  a new p r o f e r r i o n  i s  not 

r e l a t e d  d i r e c t l y  t o  t h e  c a r e  of r e s iden t s  and is, therefore ,rearonably  

disal lowed.  The disallowance of s u c ht r a i n i n sc o a t s  is  comparable t o  t h e  

treatment ofsuchcostsfordeduct ibi l i typurposesundertheInternal  

Revenue Code. 
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I 

Item 0 d isa l lowsthecos t  of bad deb t s .  The medicalAssistance Program 
docs no tc rea t e  bad deb t s  and t h e r e f o r e ,  bad deb t s  have no r e l a t i o n s h i p  t o  
theoperat ion of theMedicalAssistanceProgram.Sinceover 99 percent of 
the revenuesinthe ICF/UR industry come fromMedicalAssistance, i t  i s  
reasonabletodisa l lowthecos ts  of bad deb t s .  

Item P disa l lowscos ts  offund r a i s i n g  a c t i v i t i e s .  A f a c i l i t y  which 
generatesrevenuethroughfundrais ingshouldappropriately assess the 
c o s t sa s s o c i a t e d  with t h a t  fund r a i s i n ga g a i n s t  t h e  proceedsgenerated by 
the a c t i v i t y  and notpubl icfunds  The proposed rule parts encouragefund 
r a i s i n g  by no to f f se t t i ng  any of the  proceedsoffundraisingagainstthe 
c o s t s  of t h e  f a c i l i t y .  

Item Q disal lowsperson81 need items when they are norm117paidfor by 
r e s i d e n t s .t h i s  is  a reasonable methood to  insurethatperson81itemssuch 
8s c l o t h i n g  which are t h e  r e s p o n s i b i l i t y  of the r e s i d e n t  are paid by the 
r e s i d e n t  Out of thepersonalneeds allowance 

Item R prov ide r  t ha t  coa t s  which are not related t o  ICr/HR s e r v i c e s  are 
notallowable.This is a reasonable way t o  insure tha t  ICF/m rates only 
r e f l e c t  ICP/BlR services. 

-Item S d i s a l l o w s  p a p e n t  for an a c t i v i t y  which is already cotpenrated
by g i f t s  or grants from publicfunds.  I f  suchcorer  were allowed i t  would 
r e s u l t  i n  d u p l i c a t e  paymentsby thetaxpayers .  A transfer of funds from 8 
l o c a l  government t o  i t s  own f a c i l i t y  is notcooridered t o  be a g i f t  or grant 
and i s ,  therefore,reasonablyexemptedfromthedisallowance 

Item T disal lowstelephone,te levis ion,andradio service io ind iv idua l  
room^ becausethesecosts  are person81 service8 which theres ident  may 

purchase,but  whore provis ion is not necessary for t h e  care of r e s i d e n t s  
The proposed r u l e  p a r t s  allow thecoa t  of t e l ephones ,t e l ev i s ion ,  and radio 
s e r v i c e  i n  common area8 t o  p r o v i d e  l e i s u r e  time a c t i v i t i e s  whichencourage 
i n t e r a c t i o n  among r e s iden t s  an4 t o  serve the  need t o  communicate withper­
sonsou t s idethefac i l i t y .  

I t em U d i sa l lows  expensea re la ted  to  agreements  no t  to compete. 
Expenses related tononcompetitiveagreements are n o tr e l a t e dt o  r e s i d e n t  
careand ,therefore ,  it is reasonabletodisal lowsuchexpenses .  

Item V preventsvendorsfrombeingcompensatedtwicethroughseparate 
fees and throughthe payment rate.  There is  no q u e s t i o nt h a ta n c i l l a r y  ser-

P L  1; v i c e s  are related to  r e s i d e n tc a r eb u tt h i s  item only seek8 t oavo iddup l i ­
a, L. :- c a t ev i b i l l i n g .tx e; LC 

m a .r 
c -2 

m r - -Item W disal lows al lowances required byuniform unless  government 

’
O L L  , , r e g u l a t i o n s .t h i s  is  a reasonable way t oi n s u r et h a tc o s t a  are re la ted .to  

r e s iden t  ca re .  

Item X which d i s a l l o w s  c o s t s  f o r  o v e r n i g h t  t r i p s ,  v a c a t i o n s  or carping,  
i s  necessarytoinsure  t h a t  q u a l i t y  c a r e  is providedin an economical and 

’+ f e f f i c i e n t  manner and t oi n s u r e  t h a t  c o s t s  are related t or e s i d e n tc a r e .  An 
G exception,however, is  provided which allows a provider  t o  u s ef a c i l i t y
0) 

JL e s t a f f ,equ ipmen t ,supp l i e s ,  and v e h i c l e s  In a d d i t i o nt ot h e s ec o a t s ,  a 

$ $300 L i m i t  per yearperres ident  is  al lowedforother  expenses. The 5300 
I 

J- V) v’ 	 limit has a h i s t o r i c a l  basis inpreviousru les(Rule  53 (Temporary]). I t  i s  
reasonable t o  continue t h e  limit given the l e g i s l a t i v e  mandate f o rc o s t  con­
tainment(MinnesotaStatutes ,sect ion 2568.501, subd. 3 ) .  



1 

Itern Y which disal low8 payments forunsuccessfulchal lengertoagency
dec i s ions  is a reasonable Way t oma in ta inthes t anda rd  tha t  coat8 be re la ted 
tore s iden tCare .  To dootherwise would resul t  i ni n e f f i c i e n t  management o f  
programmonies.Minnesota S ta tu t e s ,Sec t ion  2568.47, con ta ins  the same 
disallowancelanguage for reimbursement tonurs ing  homes undermedical 
ass i s tance .adminis t ra t ive  Law JudgeJon Lunde concludedthefollowing 
af terreviewingminnesotaRuler ,par ts  9549.0010 t o  9S49.0080. 

"These costshavehistoricallybeendisallowedbytheDepartment and a 
determinat ion of what c o n s t i t u t e s  an u n s u c c e s s f u l  c h a l l e n g e  hasbeensuc­
cess fu l ly  reso lved  on a case-by-case  bas i s  in  negot ia t ions  wi th  t h e  nursing 
home claiming this kind of c o s t .  Under minnesota s t a t u t e s  s e c t i o n  2561.41, 
the  commissioner is d i r e c t e d  t o  adoptrulerimplementingnurain8 h o w  r a t e s .  
Generallyspeaking, where such a l e g i s l a t i v e  mandate e x i s t s  any agencydoes 
nothave the  d i s c r e t i o n  t od e v e l o pp o l i c y  by d hoc adjudicat ion.  See, 
e.g., YoungPlumbingand eating CO. v. 10v.,276n.v.zd 377 (IOU.; 1979). 
(Lunde Report, 1985: p. 36.) But, an agency may still proceed on a case-by­
care basis where t h e  f o r m l a t i o n  of s p e c i f i c  ruler i o  not f e a s i b l e  where 
f l e x i b i l i t y  is neededand where t he  f ac t a  may vat7 conriderably from care­
to-cost.Sincechallenges t o  t h ea g e n c y sd e c i s i o n s  and po l i c i e rusua l ly  
involvevaryingdegree8ofsuccess and vary ing  type8  of  re l ie f ,  and since an -ad hoc approach ha8 been successfully used it io concluded t h a t  f u r t h e r
s p e c i f i c i t yw h i l ea d v i a a b l e ,  is not  essential ( h d e  Report, 1985: 
p.  36.) Both r u l e rc o n t a i nt h e  raw h i s t o r i c a l  significance and language 

Item 2 s t a t e *  t h a t  i f  s a l a r i e s  h a v e  b e e n  d i s a l l o w e d  t h e n  t h e  b e n e f i t s  
associatedwithsuchsalaryshould 8180 bedisal lowedsince i t  is 8 @artof 
suchcompensation I t  would beunreasonable t o  holdthe state responsible  
t o  pay For b e n e f i t s  r e l a t e d  t o  c a p e n r a t i o n  which has been  d isa l lowed 

Item M which d i sa l lows  coa t8  fo r  services providedunder part8 
9510.1020 t o  9510.1140, is rearonablebecause a d i f f e r e n t  paymentmechanism 
i s  used t o  reimbursetheassociated expenses 

Iten  BB s t i p u l a t e s  that i f  a f a c i l i t y  has no o b l i g a t i o n  t o  make 
payments i n  l i e u  of r e a l  estate taxes the  Medical a s s i s t a n c e  program w i l l  
not assume l i a b i l i t y .  The MedicalassistanceProgram is not  a mechanism t o  
providespecialrevenuestolocalgovernmentaluni ts .  

Item CC which d i sa l lows  cos t a  r e l a t ed  to  in f luenc ing  employees with 
respect  t o  un ion iza t ion  is  necessary due  t o  t h e  Tax, Equity,  and f i s c a l  
Respons ib i l i t y  Act of 1982, Public law Number 97-208, Sect ion 107... 

Item DD disal lows sales and reorg in iza t ion  because  they  do no t  con t r i ­
bute  t or e s i d e n tc a r e .  T h i s  item is  necessaryandreasonableduetothe 

C' a 
w c "f x < L  Defici tReduct ion Act of 1984, Public law 98-369, s ec t ions  2314 (a) and ( b )  
a c. c .amendingSections1861(v)(l) and 1902 ( d ( 1 3 )  of t heSoc ia lSecur i ty  Act,er + A­


: & ;  !+2 USC S ( v ) ( l ) ( O ) ;  12 USC I (a) ( l3) (B) .  

I 

the which1 - l  I Item EE addressesproblem could ar ise  if a f a c i l i t yb i l l e ds I 1 and received payment for  compensa t ioncos taa t t r ibu tedtovaca t ion  and s i ck8 ly 1 	 l eave  and d i d  notthen pay  t h e  employees fo rvaca t ion  and r ick leave The 
Departmentseeks t o  a v o i d  t h i s  s i t u a t i o n  by requi r ingtha tsuchvaca t ion  and 

-C sickleave is  vested.  
c 	 i) d 

W G 

3 a, a> 
Item FF disa l lowsthecos ts  of pension or pro f i t  sha r ing  p l ans  when the 

0 9 5  p e n s i o n  plan is not IRS approved o r  when b e n e f i t s  fromboth p l a n s  accrue t o  
I m u  :he same employee. I t  i s  reasonablenottoa l lowbothplansforthe  same 

employee asexpla inedin  9553.0035,subp. 100 



I 

Item GC disa l lowscos ts  for whichadequatedocumentation i s  not sin­
ta ined .  It i s  necessary and reasonabletodo t h i s  so t h a t  documentation is 
maintainedpursuanttotheterms of the r u l e  and so t h a t  theburdenofproof 
i s  n o ts h i f t e d  from theprovider  t o  t h e  department .FairfaxHospi ta l  
Association V .  c a l i f a n o  S85F2d.602,611-612, ( 4 t h  Cir. 1978).Without 
adequatedocumentationofcosts,theDepartmentcouldnotfulfill i t s  o b l i ­
ga t ion  t o  adminis ter  the  expenditure of publicfunds.  Thus, f a i l u r e  t o  sup­
por tc la ims  for reimbursement are anindica tor  t h a t  such claims are not 
generated byan ef f ic ien t ly ,economica l ly  and prudent lyopera tedfac i l i ty  as 
required by s t a t es t a tu t e .(Minneso taS ta tu t e s ,Sec t ion  256B.501.) 

P u t  VI1 9553.0010 reporting BY COST category 

Statement of Need: 

Under MinnesotaSta tu tes ,sec t ion  256B.501, rubdivis ion 2, t he  corn­
missioner is authorized t o  d e v e l o p  methods and s t a n d a r d s  which are 
"adequate" t o  p r o v i d e  f o r  t h e  c o s t s  t h a t  atst be incurred "...in e f f i c i e n t l y  
andeconomica l lyopera tedfac i l i t i es . "I ftheDepar t ra t  is t o  comply with 
t h e  l e g i s l a t i v e  mandate t o  pay f o r  c o s t s  i n c u r r e d  by e f f i c i e n t l y  and econom 
i c a l l y  o p e r a t e d  f a c i l i t i e s ,  i t  is n e c e s s a r y  t h a t  f i n a n c i a l  i n f o r u t i o n  be 
obtainedfrom the f a c i l i t i e s .  F u r t h e r ,  it is necessary to  e s t a b l i s h  a uni­
form method bywhich t o  r e c o r d  or itemize c o s t s  i n  order t o  f a c i l i t a t e  t h e  
review and eva lua t ion  of f i n a n c i a l  r e p o r t s ,  t o  enable  thedeterminat ionof  
allowable and nonal lowablecosts ,  and t o  e s t a b l i s h  .ad apply limits i n  a 
uniform manner among a11 providers .  

I t  is reasonabletogroup related c o a t s  t o g e t h e r  and r e q u i r e  t h e i r  c o w  
mon report ing.  The c a t e g o r i e s  of program operatingcosts,maintenance 
opera t ing  ' cos t s ,  adminis t ra t ive  opera t ing  cos ts ,  payro l l  taxes and employee 
b e n e f i t s ,  and p r o p e r t y  r e l a t e d  c o s t s  were des igna tedbecausetheyfa i r ly  
r ep resen t  t h e  types and c a t e g o r i e s  of cos tsincur red  by IC?s/m. 

I t  should also be noted  tha t  un i form c lass i f ica t ion  accord ing  t o  part 
' 	 9553.0040 w i l l  allowe forcomparison among. f a c i l i t i e s  and thusenablethe 

Department t o  set e f f e c t i v e  limits on expenditures.  I t  is also impor tan tto  
un i fo rmlyc la s s i fycos t saccord ingtothesecos tca t egor i e sino rde rto  
in su re  t h a t  program related c o s t s  are keptsepara te  from o t h e r  c o s t s  and 
t h a t  expendi turesinmaintenance,adminis t ra t ive and property related c o s t  
c a t e g o r i e s  are l imi t ed  as requi redinminnesotaSta tu tes ,sec t ion  2568.501, 
subd iv i s ion  3. This approach also vi11 lay t he  groundwork fo rposs ib l e  

v a  reimbursementa, 
4 	

f u t u r e  implementation of a case mix outcome orientated on the  careneeds ofwhich would beused t o  reimburseoperatingcostsbased system 
W a c ;
+ - . I - +  r e s i d e n t s  and the  achievment  ofprogram o b j e c t i v e s  by the prov ide r ' s  of HR
2 2 2 services. 

'/"3 P u t  9553.0040 Subpart 1. program operating Cost 

& Statement of Need: 
c
-

I t  is necessarygroup direct  c o s t  of program into  funct ionsthe same' .  > I) 
0 

categorybecause these c o s t s  are thosewhichhavethegreatestdirect  
Q impact on residentcare .Grouping of program cos t stoge the rsepa ra t e sthese  

0 =.E
X v, ',- c o s t s  from o the rcos tca t egor i e s  whichhave more s t r i n g e n ti n c e n t i v e s  and 

limits. 
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Reasonableness : 

I t  is  reasonabletogroupthecos tsre la tedto  program funct ions  
together  and toapplyincent ives  and limits d i f f e r e n t l y  t o  this Costcate­
gorybecause it  is  thepol icy  of t h e  s t a t e  t o  emphasize the use of s t a t e  
r e s o u r c e sf o ra c t i v i t i e st h a td i r e c t l yb e n e f i t t h e  c a r ep r o v i d e d  t or e s i d e n t s .  

Part 9553.0010 Subpart 2, maintenanceOperatin# c o s t s  

Statement of Need: 

I t  is  necessary t o  d e l i n e a t e  t h o r e  c o s t s  t o  be c l a s s i f i e d  as main 
tenance costsso c h a t  providers  w i l l  know which coa t$  t o  i n c l u d e  i n  t h i s  
category.  

Reasonableness : 

The d i r e c t  c o s t s  of die ta ry ,laundry  and l inen,housekeeping,plant 
ope ra t ions ,  and maintenanceservicesareconsideredmaintenanceoperating 
costsbecausethey more c l o s e l y  r e l a t e  t o  th i s  ca t egory  than t o  any of  the  
o the rspec i f i edcos tca t egor i e s .  alos t he re  costs do not l o g i c a l l y  f i t  
i n t o  any o f  t h e  o the r  spec i f i ed  cos t  ca t egor i e s  s ince  they  by t h e i r  n a t u r e  
r ep re ren t  cos t s  i ncu r red  in  suppor t  of t h e  program o b j e c t i v e s  

P a r t  9353.0010 Subpart  3, administrative Operati- costs 

Statement of Need: 

I t  i s  necessa rytode l inea tetho re  items to  beincluded in t he  admin 
i s t r a t i v e  o p e r a t i n g  c o s t s  c a t e g o r y  so t ha t  p rov ide r s  v i11  Lam which coa t s  
t o  include i n  t h i s  c a t e g o r y  and so t h a t  t h e  limit on adminis t ra t ivecoats  
can beuniformlyapplied among a l l  providers .  

Reasonableness : 

S a l a r i e s  and suppor t ivese rv icesrequ i t edfo rthe  managementandadmin­
i s t r a t i o n  of t h e  f a c i l i t y  havebeenincludedintheadminis t ra t ivecoat  
categorybecause t h i s  is  c o n s i s t e n t  w i t h  t h e  c l a s s i f i c a t i o n  p a t t e r n  of 
theprevious ICF/MR reimbursementrules, 12 M A R  2.05301 t o  2.05315 
[Temporary] and Rule52 parts 9510.0500 t o  9510.0890). The c l a s s i f i c a t i o n  
i s  a l socons i s t en twi ththenur s ing  home reimbursementRule SO (9549.0010 t o  
9S49.0080).  A d d i t i o n a l l y ,t h el e g i s l a t u r es p e c i f i c a l l y  mandates limits on 
t h e s e  c o s t s  and the re fo re ,  i t  i s  reasonabletogrouptherecoa tsin to  a cost  
category.(Minnesota s t a t u s  sec t ion  2561.501, subdiv is ion  3 . )  

Part 9553.,0010 Subpart 4. Payro l l  Tau, d employee b e n e f i t s  

Statement of Need: 

Subpart G l i s t s  thei t emsto  be inc ludedwi th inthepayro l ltaxes  and 
employee b e n e f i t sc a t e g o r y .T h i sl i s t i n gs p e c i f i e s  what t oi n c l u d ei n  t h i s  
ca tegoryforcoa trepor t ingpurposes  so that t h e  ICF/m providers  MY avoid 
i n a p p r o p r i a t e  c l a s s i f i c a t i o n s  and 80 t h a t  those c o s t s  may beuniformly 8110­
catedtoeachcos tca tegory .  



. Reasonableness: 

Sincetheitemsincluded i n  t h i s  c a t e g o r ya r el o g i c a l l yr e l a t e d ,  i t  is 
reasonabletogroup them toge the rin to  a category. The commissionershall 
a l l o c a t e  t h e s e  c o s t s  t o  o the rcos tca t egor i e s  i n  accordance w i t h  parts 
9553.0030, subpart  6 f o r  t h e  purposeofestabl ishing the  limit on admini­
s t r a t i v e  c o s t s .  

P a r t  9553.0010 Subpart 5. Property Related costs 

Statement of Need: 

The property related payment rate is determinedunder a d i f f e r e n t  
method than t h a t  usedfordeterminingtheoperat ingcoats  payment rate 
and ,therefore ,proper ty  related c o l t )  mustb er e p o r t e ds e p a r a t e l y  

Reasonableness : 

The l e g i s l a t u r e  s p e c i f i c a l l y  u n d a t e d  t h a t  limits beplaced on 
reimbursement fo rp rope r ty(Minneso tas t a tu t e s  section 2S6b.501, sub­
d i v i s i o n  3) .  I no r d e rt o  implement t h i s  mandate prope r tycoa t smotbe  
separated fromothercosts .  Those cos tsinc ludedintheca tegory  of pro­
p e r t y  c o a t s  are a con t inua t ion  o f  t he  ca t ego t i t a t ion  made i n  theprevious 
reimbursement rules. 

Part 9553.0011 Subpart 1. Required Coat reports 

Statementof Need: 

I t  is necessa ry  to  c l ea r ly  de f ine  r epor t ing  r equ i r emen t s  t o  ensu re  
f i s c a l  a c c o u n t a b i l i t y  f o r  t h e  u s e  of publ icfunds and tha tp rov ide r s  and 
depar tments ta f fc lear lyunders tandthoserequi rements .  

Reasonableness : 

The f e d e r a l  government r equ i r e stha tthe  s ta te  "provide.for  t h e  f i l i n g  
ofuniformcostreports"  and "provideforper iodicaudi t s  of t h e  f i n a n c i a l  
and s t a t i s t i c a lr e c o r d so fp a r t i c i p a t i n gp r o v i d e r s . "  42 CFR 447.253. 
Furthermore,MinnesotaStatutes ,sect ion 25611.27, subd iv i s ion  1, authorizes  
thecommissioner t o  r e q u i r e  any repor t s ,in format ion ,  and a u d i t s  ofmedical 
vendorswhichhe deems n e c e s s a r y  i n  t h e  i n t e r e s t  of t h e  e f f i c i e n t  a d m i n i s t r a  

0 c t i o n  of theMedicalAssistanceProgram and inc iden ta ltotheapprova l  ofa 
rates and cha rgesfo rthe  program. And, MinnesotaSta tu tes ,sec t ion  

a a a J  v -a - 2568.501, subdivis ion 2, author i resthecommiss ionertoes tab l i shprocedures  
G far  determining rates.reimbursement 

. The s t a t e  has s e t  a deadlineof March 31 forsubmission o f  t h e  c o s t  
r e p o r t  for the f a c i l i t y ' s  report ingyearending December 31. The t h ree  
month time period is 8 con t inua t ion  of pa r tp rac t i ceintheprev ious  

-.e reimbursementrule and inotherdepartmentreimbursement rules (9549.0010 t o  
,; 6 9569.0080) and provides an adequateperiod of time t o  completeaudi ts  and 
C J acz n e c e s s a r yc o s tr e p o r tf o r m .  The change t o  a common repor t ing  year f o r  a11 

c; Q1 f a c i l i t i e s  proposed in these r u l ep a r t si nr e a s o n a b l e  and necessary
0 i:um in  order 
1 v) 5; 	 t o  insureequi tab let rea tment  of f a c i l i t i e s  when ind ices  and limits are 

appl ied.  The common repor t ing  year also improves t h ea b i l i t y  of t h e  Depart­
ment and t h ef a c i l i t i e st of o r e c a s tb u d g e t s  and takeadvantage o f  automated 

-37-


